International 
Marketing Information 
Series 


— 


auf 


Foreign Economic Trends 
and Their Implications 
for the United States 


AUGUST 1985 


FET 85-64 
Frequency: Semiannual 
Supersedes: 85-21 


PREPARED BY 
AMERICAN EMBASSY NEW DELHI 


U.S. DEPARTMENT OF COMMERCE 


International Trade Administration 
Washington, D.C. 20230 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscrip- 
tion, $70.00. Foreign mailing $17.50 additional. Single copies, $1.00, available from Publications Sales Branch, 
Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





2% 
INDIA -— KEY ECONOMIC INDICATORS 


All values in U.S. $ million Exchange rate?:U.S.$1.00=Rs.11.80 
unless otherwise indicated. Indian 
fiscal year is April 1 to March 3l. 
Percent 
1982-83 1983-84 1984-85 Change 
A B c 


C/B 

INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices ($ billion) 138.04 165.30 180.18 
GNP at Constant (1970-71) prices 

($ billion) 50.64 54.54 56.18 
Per Capita GNP,Current Prices ($) 194.70 228.00 243.15 
Industrial Production Index (1970=100) 173.80 183.40 194.0 
Agricultural Production Index 

(1967/68-69/70=100) 137.10 155.80 154.2 
Labor Force (million) 21205 278.0 284.4 
Number of Persons Registered at 

Employment Exchanges (million) 20.1 22.6 25.0 


MONEY AND PRICES 
Money Supply with Public>($ billion) 72.80 85.21 
Prime Lending Rate (State Bank of 

India) (percent ) 16.5 26.5 
Wholesale Price Index (1970-71=100) 316.1 338.0 
Consumer Price Index (1960=100) 547.0 582.5 


BALANCE OF PAYMENTS AND TRADE 
SDRs, and Foreign Exchange Reserves, 

Gross 4,965 5,847 6,150 
External Debt 21,900 25,330 27,600 
Annual Debt Service 1,299 1,735 1,960 
Overall Balance® -1,476 -502 +108 
Balance of Trade -5,645 -5,726 -4,280 
Indian Exports, FOB 9,231 9,578 9,510 

U.S.Shared 1,404 2,191 2,552 
Indian Imports, CIF 14,876 15,304 13,790 

U.S.Shared 1,599 1,828 1,570 


Major imports from U.S (1983): machinery and transport equipment, 682; wheat, 
576; chemicals and fertilizers 159. Major exports to U.S (1983): Crude 
petroleum, 818; precious and semi-precious stones and pearls, 483; wearing 
apparel, 221; fruits and nuts, 75. 


@Foreign trade rupee data converted into dollars at Rs.9.65 for 1982-83, 


Rs.10.30 for 1983-84, Rs.11.80 for 1984-85 and Rs.12.50 for 1985-86. 
Dincludes time deposits. 


CCurrent and capital accounts balance. 
Gcalendar year figures (1982,1983,1984). 


Sources: GOI Statistical Organization, Reserve Bank of India Bulletin, GOI 
Economic Survey, U.S.Department of Commerce, World Bank. 





OVERVIEW 


In December the Congress (I) Party, led by Rajiv Gandhi, won 
a resounding victory at the polls and a mandate for change. 
Since then the Gandhi Government has taken a number of steps to 
lower taxes, to relax controls on private economic activity and 
to open the economy more to domestic and international 
competition. Mr. Gandhi has repeatedly pointed out that these 
reforms were adopted to make Indian industry more efficient and 
competitive; he has stressed that the underlying Indian policy 
of economic planning to achieve greater equality and national 
"self-reliance" remains the same. The Seventh Five Year Plan 
that began in 1985 projects that economic growth will continue 
at an annual rate of 5 percent, calls for investments of $270 
billion, and emphasizes irrigation, power generation, and oil 
and gas exploration and development. However, even with 
national savings rates at high levels, the Government will be 
hard pressed to find the resources to finance the Plan. 


While much remains to be done, past investments in 
agriculture are beginning to pay off. Despite a poor monsoon 
the foodgrain harvest was good, and for the time being India is 
in the position of deciding what to do with a wheat surplus. 
With most experts projecting the population to rise from 750 


million to one billion, agriculture will always be a priority 
sector. Industry continues to grow at about 5-6 percent 
annually, but is still hampered by government regulations. A 
favorable factor has been the steady growth in oil production, 
now equal to about two-thirds of consumption requirements. It 
is likely that oil production will soon begin to level off and 
imports will once again rise. 


Major obstacles to better growth performance are the low 
level of agricultural income, continued power shortages, and 
pervasive government over-regulation. Better capacity 
utilization and greater efficiency appear to be the main avenues 
for boosting growth. The balance of payments could emerge as a 
constraint unless export performance is improved. The debt 
service already is equal to almost 15 percent of current 
earnings and will continue to rise this year and next. Given 
the low level of per capita income and the impending strains on 
the balance of payments, India will continue to need 
concessionary assistance for the foreseeable future. 


MAJOR POLICY CHANGES TO LIBERALIZE THE ECONOMY 
The new Government led by Rajiv Gandhi is trying to come to 


grips with some of the more fundamental problems of the Indian 
economy. In the most innovative budget statement in years, the 
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Finance Minister announced in March a series of measures in the 
areas of industrial licensing, corporate taxation, and 
anti-monopoly legislation that could lead to important changes 
in the business climate. The new policies were based on a 
widely shared perception that Indian industry, protected as it 
is from domestic or foreign competition, was becoming an 
increasingly inefficient producer; that the web of government 
regulation now stifled rather than guided new industrial 
investment. Among the most significant policy changes adopted 
were: 

--reductions in the personal and corporate income taxes (the 
personal income tax was lowered from 62 percent to 50 percent; 
the corporate income tax was cut by 5 percentage points this 
year and will be reduced by 5 percentage points across the board 
next year and the following year; the corporate income tax now 
varies between 50 and 65 percent); 

--allowing both medium and large-sized companies in a wide 
range of industries much greater freedom to invest and expand 
production without government interference; 

--limitations on the applicability of India's stringent 
anti-monopoly legislation; 

--and steps to improve private access to the capital markets. 


Several weeks after the budget statement the Government 
announced a new policy for the electronics industry that, with 
earlier innovations in the policy for computer manufacturers and 
end-users, opened up this critical sector to foreign technology, 
investment and imports. Finally, in April the authorities 
released the new import policy that eliminates some of the red 
tape involved in getting an import license. An important 
feature of the new import policy--and the tax reductions--was 
that they would remain in effect for the next three years, thus 
providing for a more stable taxation and import regime. The 
Government has also promised that it will announce a long term 
fiscal policy in September that will be coterminous with the 
Seventh Five Year Plan (1985-90). 


It is hoped the reforms will stimulate savings and 
investment, discourage the black economy, and channel investment 
into high growth industries. The tax reductions could result in 
higher savings and improved tax compliance, both of which, in 
turn, could lead to higher investment and production. By 
opening up the computer and electronics industries, investment 
would be funneled into areas where there are opportunities for 
rapid growth that cculd have a downstream impact on productivity 
in other sectors. Relaxing anti-monopoly regulations and 
government controls on investment and production decisions 
should encourage competition and result in greater efficiency. 
Many of the industries where the liberalization will take full 
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effect supply important components for manufacturers (e.g., 
special alloys, steel structurals, power and distribution 
transformers, electronic components, machine tools, agricultural 
implements, and scientific instruments). 


Observers wonder whether the Indian private sector, long 
protected by trade barriers and government regulation, has the 
dynamism to compete in an open system. The answer will not be 
known for some months at the earliest. However, the business 
community appears genuinely positive and excited about the new 
policies. Others have pointed out that for the policies to 
succeed the Government must put its own house in order and focus 
on the gross inefficiencies in the public sector enterprises. 
There is also an awareness that infrastructural inadequacies, 
especially in the electric power sector and in rail transport, 
could put a cap on any upsurge in industrial activity. 


NEW FIVE YEAR PLAN FACES FUNDING SHORTAGES 


Some of the infrastructural problems will be tackled in the 
Seventh Five Year Plan that will run from 1985-90, and which 
accords highest priority to electric power generation, to 
irrigation, and to oil and gas exploration and production. 
During the previous plan the economy grew by about 5 percent per 
annum, and the Government would like to match that achievement 


during the coming years. This is of critical importance given 
the low level of per capita income (about $250) and continued 
population growth of 2 percent annually. The rub comes in 
finding the resources to support productive investment on a 
scale that will push the economy forward at a 5 percent rate. 


An initial Approach Paper called for investment of $270 
billion at 1984 prices over the Seventh Plan period, the 
equivalent of 27 percent of projected GNP. But domestic savings 
are already running close to 24 percent of GNP and are not 
likely to go much higher; also, net foreign assistance will at 
best remain stable and may even decline. Thus arises the ques- 
tion of where India will find the resources to finance the 
Seventh Plan. One estimate put the public sector Plan resource 
gap at $33 billion. While subsequent projections have been 
lower, the fact remains that the Government will be hard pressed 
to meet its investment targets without resorting to inflationary 
deficits. Given the difficult resource position, the Government 
will stress the importance of completing already started 
projects, a practice that has not been characteristic of past 
Indian planning exercises. There have been reports that the 
Planning Commission will substantially cut back investment in 
such priority areas as electric power and oil and gas 
explorations. 
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GAINS IN AGRICULTURAL PRODUCTION 


This has been a good year for Indian agriculture. Despite a 
poor monsoon and deficient winter rains, total foodgrains 
production should be about 150 million metric tons, just below 
last year's record of 151.5 million metric tons. An erratic 
Southwest Monsoon caused the “kharif" foodgrains crop, harvested 
in the fall, to decline from 89 million metric tons to 87 million 
metric tons. Production of rice, the principal kharif crop» was 
54.5 million metric tons. The “rabi" crop, which comes in the 
spring and consists mainly of wheat, is expected to amount to 63 
million metric tons. Although there was disappointment that 
foodgrain production was not higher, it is still about 16 percent 
above the levels achieved at the beginning of the eighties. The 
Main factors that have contributed to the growth were increased 
use of fertilizer, high priority to the distribution of quality 
seeds, a significant expansion in acreage under high yielding 
varieties, and the long term impact of an expanding irrigation 
network. The growing importance of the rabi crop is particularly 
noteworthy because it reflects the increasing use of irrigation, 
and it indicates that foodgrain production is becoming less 
dependent on the Southwest Monsoon. 


Even with the overall success in agriculture there were some 
weak areas. The trend line of pulses production continued to be 
flat at 12-13 million metric tons, about the same level as ten 
years ago. Pulses are an important source of protein in the 
Indian diet and, as a result of the stagnation in production, per 
capita daily protein intake has declined steadily since 1970. 
Despite some Government efforts to step up production, no 
immediate breakthrough seems likely. The price of pulses, which 
increased by 15 percent in 1984/85, will continue to rise in the 
coming years. In the case of oilseeds, a crop of 12.8 million 
metric tons was not enough to compensate for years of stagnation; 
India will import over $900 million worth of edible oil this 
year. Sugarcane production declined in 1984/85 for the second 
year in a row to 165 million metric tons. The causes of the fall 
were poor weather and a pricing policy that has led farmers to 
reduce the amount of land devoted to sugarcane. Cotton, jute and 
tea did well in 1984/85. The cotton crop increased by 14.2 
percent to 8.9 million bales; jute was up by 6 percent to 7.2 
million bales; and tea increased by 9.5 percent to 644 thousand 
metric tons. Together exports of these three products earned 
about $950 million in foreign exchange. 


Encouraged by the good agricultural performance of the past 
two years, the Government has set a foodgrains production target of 
160 million metric tons for 1985/86. To achieve this goal the 
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Government will once again ecourage farmers to expand their 
acreage under high yielding varieties of cereals and pulses. They 
also plan to introduce a new "service oriented" strategy that will 
emphasize more efficient utilization of irrigation networks, 
electric power, credit facilities and market research. It is 
hoped that this approach will allow the Government over time to 
reduce its subsidies to Indian agriculture. In 1984/85 the 
fertilizer subsidy alone amounted to $1,558 million; the budget 
for this year projectsit at $1,530 million. 


At present it is still too early to make any reliable 
forecasts about agricultural production in 1985/86. While the 
Southwest Monsoon arrived slightly early in South India, its 
progress is notoriously unpredictable. So far it appears that the 
continuing unrest in Punjab, India's most productive agricultural 
state, has had little or no impact on agricultural output. In 
1984/85 Punjab produced 15 million metric tons of foodgrains, 
another record crop, and about 10 percent of country-wide output. 


As of March 1985 the Government's foodgrain stocks amounted to 
about 22 million metric tons, up sharply from 15.2 million metric 
tons a year before. The increase results from two successive good 
crops. Stocks could swell to 29-30 million metric tons by July 
1985, far more than available storage facilities can accommodate. 
The Government has placed wheat exports on "Open General License", 
which means that even private traders may now freely export wheat 
at a minimum price of $128 per metric ton FOB. Since the 
Government's domestic procurement price at the farmgate is also 
$128 per metric ton, exporting wheat may not be remunerative. 

For its part, the Government has negotiated to sell 500,000 
metric tons of wheat to the Soviet Union and 150,000 metric tons 
to Romania; it will contribute 100,000 metric tons to African 
famine relief. 


MODEST GROWTH IN INDUSTRY 


Growth in industry was about 6 percent in 1984/85, slightly 
higher than the 5.5 percent rate achieved the year before. For 
the Sixth Plan period industrial growth averaged only 5.6 
percent. Given the excellent progress in agriculture, it is 
disappointing that industry has not done better. Lagging 
industries in 1984/85 were textiles, food products, beverages, 
tobacco, footwear and leather, all consumer products. While 
anemic consumer demand may be one reason for the lackluster 
performance, structural deficiencies in several of these 
industries may also be a factor. There were some encouraging 
signs this year in that the infrastructure industries performed 
relatively well. Power generation increased by 12 percent, coal 





production by 6.6 percent, crude oil by 13 percent and cement by 
9.3 percent. Railway freight traffic was up 3 percent to 237 
million metric tons. Hopefully, the policy changes described 
earlier will help boost India's industrial growth rate. 


NEW TEXTILE POLICY 


One development that may bode well for the future was the 
recent announcement of a new policy for India's antiquated textile 
industry. The industry has been hampered by government 
regulations that have curbed production and fostered 
inefficiencies in the large textile mills while providing 
protection to the smaller handloom and powerloom operations. The 
new policy will give complete freedom to the large mills to expand 
or contract production in accordance with market demand. In 
addition, the policy calls for lower taxes on man-made fibers and 
yarn, and compulsory registration of the largely unorganized 
handloom sector "in order to promote healthy growth." 


PERSISTENT POWER SHORTAGES 


While electricity generation has grown rapidly, lack of 
reliable power continues to be one of the principal constraints on 
industrial growth in the medium term. In 1982/83 electricity 
generation grew by 6.6 percent; in 1983/84, by 7.6 percent; and in 
1984/85, by 12.0 percent. Nevertheless, it is estimated that 
demand exceeds supply by about 10 percent. The improvement in 
production resulted largely from improved coal deliveries to 
thermal plants, which allowed the plant load factor to rise to 
50.1 percent, versus 47.9 percent last year. 


Indian industry and agriculture are extremely energy 
intensive, and the gap between demand and supply of electric power 
is expected to be a salient feature of the Indian economy for the 
foreseeable future. Major factors accounting for the shortfall 
are low capacity utilization, delays in the commissioning of new 
generating plants, and transmission and distribution losses of 
over 20 percent. These technical problems, in turn, are closely 
related to such very sensitive issues of public policy as the 
allocation of power between the agricultural and industrial 
sectors and the consistent underpricing of electricity tariff 
structures. Finding solutions is complicated by the fact that 
both the Center and the individual State Governments share 
responsibility for the power sector. 


Despite the problems, generating capacity increased by 3,080 
MW in 1984/85, a substantial improvement over the performance of 
previous years. Total installed capacity in the public sector is 
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42,536 MW, of which thermal units account for 62 percent, hydro 
for 35 percent, and nuclear for 3 percent. The Seventh Five Year 
Plan, which will begin in 1985,initially called for additional 
capacity of 30,600 MW. However, with Plan investments far 
exceeding projected savings there have been frequent reports that 
this target has been scaled down to 22,000 Mw. 


RAPID GROWTH IN PETROLEUM PRODUCTION 


An encouraging trend in the Indian economy in recent years has 
been the growth in domestic oil production, which has exceeded all 
expectations. In 1982/83, production doubled to 21.1 million 
metric tons; in 1983/84, it grew to 26 million metric tons; last 
year it reached 29.5 million metric tons. Almost the entire 
increase is the result of the development of the offshore Bombay 
High field. As a result of the growth, domestic production now 
accounts for more than two-thirds of consumption, up from less 
than a third in 1980/81, and the trade deficit has been sharply 
reduced. In the coming years production is expected to level off 
Since there have been no significant new discoveries. Due to the 
Seventh Plan resource constraints, Indian investinent in oil has 
been cut from an initial level of $27 billion over 1985-90 to $10 
billion, although the physical target of expanding annual 
production to 40 million metric tons has been retained. There 
have been reports that the Government hopes to increase output 
even while decreasing its investment by encouraging foreign oil 
companies from the West and the Soviet Union to begin active 
exploration programs. 


India's total gas reserves have been estimated in the 
neighborhood of 475 billion cubic meters. In 1984 the Government 
established the Gas Authority of India to transport and distribute 
natural gas. Plans call for the construction of the $1,440 
million Hazira-Bijaipur-Jagdishpur pipeline, six gas-based 
fertilizer plants and three power plants with a combined capacity 
of 1,000 MW. Gas production in 1984/85 amounted to 6.55 billion 
cubic meters, up from 5.96 billion cubic meters the year before, 


INFLATION SLOWS 


Two years of good harvests had the effect “f slowing inflation 
during 1984/85. As measured by the Wholesale Price Index the 
inflation rate declined from a 9.3 percent pace in 1983/84 to 6.6 
percent last year. The trend in consumer prices has been similar 
to that of the Wholesale Price Index. It is widely believed that 
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prices in India rise and fall with the availability of food 
products. Given the abundant harvests of the past years analysts 
are puzzled by the persistence of the inflation and expect--or 
hope-- that it will taper off further in the coming months. In 
spite of these expectations,there has been a recent upsurge in 
inflation due to a 15 percent increase in petroleum prices, a 10 
percent increase in rail passenger and freight tariffs and a 15 
percent increase in steel prices. 


The money supply (M-3) in 1984/85 expanded by 17 percent 
compared to 18 percent the previous year. At the same time the 
economy grew at a much slower rate, by about 3 percent compared to 
just under 8 percent in 1983-84. Some believe the relatively 
rapid expansion in the money supply could have contributed to the 
inflationary spiral. To mop up erycess liquidity the Reserve Bank 
of India plans to raise in July the statutory liquidity ratio for 
commercial banks by one percentage point to 37 percent. 
Controlling inflation in India is complicated by the existence of 
large amounts of “black money" that flow through a parallel 
economy. Although there is no consensus as to how significant the 
flows may be, they have arisen because of the high rates of 
taxation and the pervasive over-regulation of private enterprise. 
The recent liberalization measures may:help curb the “black 
economy." 


One factor that contributes to inflation has been the 
persistent budget deficit of the Indian Government. The overall 
deficit increased from $11.8 billion in 1983/84 to $15.2 billion 
in 1984/85, the equivalent of 8.6 percent of GNP. The 1985/86 
budget forecasts a deficit of $17.1 billion, but already there are 
reports that this figure will be exceeded. The fiscal position of 
the states continued to be difficult due to huge losses incurred 
by the state electricity boards, road transport corporations and 
irrigation departments. 


IMPROVEMENT IN EXTERNAL ACCOUNTS 


The most important development in India's foreign trade in 
recent years has been the decline in the trade deficit. The 
deficit has steadily narrowed froma high of $7.4 billion in 1980/81 
to $4.3 billion in 1984/85. This trend is expected to continue in 
1985/86. The improvement has occurred because of the reduction in 
India's oil import bill, which has fallen with rising domestic 
production and soft international prices. Exports have done less 
well, increasing only from $8.5 billion in 1980/81 to $9.5 billion 
last year. Poor export performance is due to the high cost and 
low quality of many Indian manufactured goods. Although world 
trade is improving, Indian exports are not expected to increase 
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dramatically. Total exports this year are forecast at $9.6 
billion, the largest category of which are engineering goods, gems 
and jewelry, crude oil, and garments. Bulk items such as 
foodgrains, edible oils, POL, fertilizer, and iron and steel 
account for 50 percent of India's imports; machinery, transport 
equipment and other capital goods make up most of the remainder. 
Imports this year are projected at $13.6 billion. As a result, 
the trade deficit will be about $4 billion. 


The balance of payments was strengthened by the continuing 
flow of funds from Indians residing abroad in the form of 
remittances to their families and term deposits in Indian banks. 
Remittances were about $2.5 billion in 1984/85 and will probably 
be as high this year. The term deposits carry interest rates of 
up to 13 percent. New deposits in 1984/85 were about $700 
million. Given the lower levels of international interest rates, 
the flow of deposits will probably continue at present levels. 
The net flow of foreign assistance was about $1.4 billion in 
1984/85 and may decline slightly this year. 


Although receipts fron commercial loans have increased from 
$686 million in 1983/84 to $780 million and are anticipated to 
rise further, India's policy in this regard will remain 
selective. The debt service ratio on current earnings in 1984/85 
was about 14.5 percent but will probably rise by several 


percentage points in the coming months. The cause of the rise is 
substantially greater service payments on debt owed to commercial 
banks and to the IMF, combined with stagnating dollar export 
earnings. The debt service would be even higher if export 
revenues from trade with the Soviet Union and Eastern Europe (that 
do not earn foreign exchange) were deducted. 


India's foreign exchange reserves, excluding gold, amounted to 
$6,150 million, about the equivalent of five months of imports. 
The prospects for 1985/86 appear comfortable, but if export 
growth does not improve, the balance of payments could come under 
pressure in future years as India borrows more to pay for a rising 
flow of high technology imports that are needed for modernization. 


IMPLICATIONS FOR THE UNITED STATES 


The liberalization measures adopted by the Gandhi Government 
augur well for increased U.S. trade and investment in India. The 
objective of these policy changes is to increase competition, 
create greater efficiencies in production, and increase 
employment. To accomplish these goals the Government plans to 
allow greater imports of advanced technologies and capital 
equipment. The Government is also placing greater emphasis on 
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the private sector in meeting its development goals. 


During a visit to India in May, US Commerce Secretary Malcolm 
Baldrige applauded the new policies and committed the resources of 
the Department of Commerce to support increased commercial 
relationships between the two countries. As a first step, 
Secretary Baldrige proposed that in the coming months the US send 
executive level trade and investment missions to India in oil and 
gas, electronics and telecommunications. Also during the 
Secretary's visit the US and India finalized a Memorandum of 
Understanding (MOU) that will significantly facilitate US export 
licensing procedures and accelerate high technology transfers from 
the US to India. 


Indian companies are responding to these initiatives by 
actively seeking collaborations with American firms. Likewise, 
the better informed US corporations are reassessing the Indian 
market and committing greater resources to market entry and 
expansion. Although the business environment is improving, doing 
business in India is still complex and requires patience. 
Opportunities for immediate direct exports are only marginally 
better; licensing, joint ventures and export-oriented units are 
still the most promising market entry strategies. 


TRADE 


The US is India's largest trading partner. During 1984, 
Indo-U.S. trade amounted to $4,121 million. US exports were 
$1,570 million and imports vere $2,551 million. US exports have 
been hindered by the strong dollar and now are about at 1980 
levels. During January to April 1985 US exports to India totalled 
$551 million, only marginally higher than for the same period last 


year. US imports from India were 3.5 percent higher and totalled 
$1,011 million. 


As India moves into its 7th Five Year Plan, major public 
sector investments will be made in power, oil and gas, 
telecommunications, electronics, irrigation and education. 


Industry sectors likely to provide opportunities for U.S. 
exporters are: 


Oil and gas equipment and service 

Power generation, transmission and distribution equipment 
Telecommunications equipment and components 

Mining and excavation machinery 

Computers and peripherals 

Electronic products and components 

Machine tools and metal working equipment 
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Printing and graphic arts equipment 
Medical instruments and health care equipment 
Alternative energy equipment 


U.S. exporters will find that one of the most effective 
methods of gaining entry into the Indian market for their product 
lines is participation in trade promotion events organized by the 
Department of Commerce and the U.S. Foreign Commercial Service 


posts in India. The following events are planned for the coming 
year: 


October/November 1985 --Mining and Excavation Machinery Trade 
Mission 


October/November 1985--Electronics Industry Production and Test 
Equipment Catalog Show 


November 1985--Computers and Peripherals Video Catalog Show 


November/December 1985--Medical Instruments and Equipment Video 
Catalog Show 


December 1985--Renewable Energy Systems Seminar Mission 


January 1986--Oil and Gas Field Services Seminar Mission 


February 1986--Food Processing and Packaging Machinery Video 
Catalog Show. 


US companies wishing to take advantage of the excellent trade 
promotion support that the above events offer should contact the 
US Department of Commerce, Washington, DC, or the District offices 
of the Department located in many of the major cities. 


INVESTMENT 


The Government assigns high priority to modernization through 
technology transfer. Many U.S. corporations have found that 
licensing and joint ventures are more successful stategies for 
entering the Indian market than direct exports. Foreign equity 
positions are welcomed as long as they fall within the basic 
guidelines of a maximum 40 percent foreign equity position. 
However, the new electronics policy allows greater foreign 
ownership for closely-held advanced technologies. Greater foreign 
participation is also being planned for the oil and gas industry, 
where the Government encourages Indian firms to establish links 
with foreign collaborators to provide essential services such as 
drilling, exploration, servicing and equipment manufacturing. 
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Likewise, foreign participation would be welcomed in other 
critical sectors such as agribusiness, power, metalworking, 
chemicals and automobiles and component parts. 


There has been a marked increase in the number of U.S. 
companies responding to these new initiatives. In 1984, the U.S. 
topped the list in new foreign collaboration approvals (148 out 
of 752). It is anticipated that U.S. collaborations will grow 
substantially in 1985 and will again top the list. The Government 
is currently evaluating what further steps it might take to 
improve the investment climate. Under review are treatment of 
foreign residents, intellectual property rights, licensing 
procedures and a tax treaty with the United States. 
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You might be, if you don’t have current, up-to-date in- 
formation on the countries to which you are marketing. 
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